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ABSTRACT 

This  paper  presents  a  short-run  financial  management  model  (SRFMM) 
that  is  programmed  on  Lotus  1-2-3.   The  model  integrates  the  cash  budget, 
income  statement  and  balance  sheet.   It  highlights  the  inputs  required 
to  simulate  monthly  financial  statement  and  generate  key  financial 
ratios,  funds  flow  components  and  other  insightful  financial  information. 
The  SRFMM  makes  it  possible  for  a  user  to  simulate  a  series  of  planning 
scenarios  and  discover  the  total  financial  implications  of  each  simula- 
tion. 
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A   Short-Run   Financial   Management   Model 
on   Lotus   1-2-3 


Discovering  the  linkages  between  short-  and  long-run  financial 
management  processes  and  learning  to  interpret  financial  performance 
are  fundamental  skills  for  students  of  finance.   The  task  of  integrat- 
ing short-  and  long-run  financial  planning  systems  occurs  when  cash 
budget  information  is  converted  into  accrual  accounting  information  for 
pro  forma  balance  sheets  and  income  statements.   Learning  the  origins 
of  cash  inflows  and  outflows  and  how  they  are  transformed  into  basic 
financial  statements  is  a  cornerstone  to  the  applied  art  of  financial 
management. 

The  next  step  is  to  discover  what  happens  to  financial  performance 
when  the  original  planning  scenario  is  altered.   Simulating  various 
planning  scenarios  and  evaluating  how  and  why  financial  performance 
changed  is  an  enlightening  experience.   The  building  of  interpretative 
skills  is  enhanced  through  the  analysis  of  a  wide  variety  of  simulated 
conditions. 

We  have  designed  a  short-run  financial  management  model  (SRFMM)  on 
Lotus  1-2-3  that  provides  an  experimental  mode  for  students  to  discover 
the  linkages  that  exist  between  the  cash  budget  and  the  accrual 
accounting  statements.   A  second  objective  of  the  model  is  to  provide 
students  an  opportunity  to  analyze  several  financial  performance  sce- 
narios and  develop  their  interpretative  skills. 

The  objectives  of  the  paper  are  to  provide  an  overview  of  the  SRFMM; 
to  introduce  the  key  inputs  and  to  show  the  interdependence  among  the 
inputs  in  constructing  the  primary  statements  of  the  financial  forecast; 
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to  illustrate  the  financial  statements  generated  by  the  SRFMM;  and 
finally,  to  discuss  the  uses  of  the  model  in  creating  real  world 
environment  that  motivates  student  learning  as  it  relates  to  short-run 
financial  forecasting. 

THE  MODEL 
Overview 


The  SRFMM  creates  a  financial  forecast  for  twelve  monthly  periods. 
The  model  generates  cash  budgets,  pro  forma  income  statements  and 
balance  sheets  plus  a  variety  of  diagnostic  statements  for  measuring 
the  financial  performance  of  a  firm.   A  conceptual  framework  of  the 
initial  input  information  required  to  operate  the  SRFMM  is  presented 
in  Exhibit  1. 

The  financial  statements  generated  by  SRFMM  are  shown  in  Exhibit  1, 
The  input  data  is  subdivided  into  three  categories:   (1)  beginning 
information  from  preceding  periods;  (2)  information  for  forecasting 
sales,  production,  fixed  assets,  tax  rates,  cash  collection  and 
payment  patterns,  interest  earned  on  marketable  securities,  and 
interest  paid  on  short-  and  long-term  debt;  and  (3)  policy  va r i a b le s 
for  credit  terms  to  customers,  percent  of  sales  in  ending  inventory, 
depreciation  rates,  minimum  cash  and  minimum  marketable  securities. 
The  input  information  is  highlighted  because  it  is  the  foundation  of 
the  forecast  and  the  focal  point  when  evaluating  the  outcomes 
generated  by  the  SRFMM. 
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Inputs 

The  operation  of  the  SRFMM  is  best  understood  by  presenting  a  case 
example.   The  Hoover  Textile  division  of  GK&W  Chemicals  is  used  to  illu- 
strate the  use  of  the  SRFMM.   We  have  taken  the  basic  input  information 
that  underlies  the  forecast  in  order  to  create  examples  that  highlight 
the  capabilities  of  the  model.   Hoover  Textiles  has  been  the  cash  cow 
of  GK&W  Chemicals,  but  competition  is  threatening  to  take  away  a  portion 
of  their  market.   A  new  product  has  been  market  tested  and  is  about  to 
be  distributed  nationally.   Management  is  very  concerned  about  the 
future  of  Hoover  Textiles  and,  as  fate  would  have  it,  they  have  just 
received  an  offer  to  sell  the  division.   The  case  provides  information 
for  simulating  various  planning  scenarios  and  to  determine  the  value 
of  Hoover  Textiles. 

A  graphic  overview  of  the  key  linkages  in  the  SRFMM  is  found  in 
Exhibit  2.   The  conceptual  framework  in  Exhibit  2  shows  that  the  cash  budget, 
the  fixed  asset  schedules,  the  cost  of  sales  module  and  the  financing/ 
dividend  inputs  are  primary  sources  of  information  used  in  constructing 
the  balance  sheet  and  income  statements.   In  highlighting  the  primary 
input  linkages  that  exists  in  the  SRFMM,  we  shall  frequently  refer  to 
Exhibit  2. 

The  determination  of  the  cash  flow  is  tied  to  the  payment  behavior 
of  a  firm's  customers,  which  we  refer  to  as  a  firm's  collection  pat- 
terns.  In  determining  the  cash  inflows,  the  monthly  sales  forecast  and 
cash  collection  patterns  are  presented  in  Exhibit  3.   The  forecast 
assumes  sales  in  month  t  will  be  converted  to  cash  in  the  following 
collection  pattern — 5%  in  cash,  30%  in  30  days,  20%  in  60  days  and  42% 
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in  90  days  with  3%  uncollectable.   Credit  terms  are  2%  due  in  30  days. 
The  receivables  balance  patterns  used  to  determine  the  amount  of 
receivables  outstanding  on  the  balance  sheet  are  easily  determined 
given  the  forecasted  cash  collection  pattern  before  discounts,  Stone 
[5]. 


Cash 

Receivables 

Collection 

Balance 

Pattern 

Pattern 

Period 

(in  percent) 

(in  percent) 

Cash 

5 

95 

30  days 

30 

65 

60  days 

20 

45 

90  days 

42 

— 

Bad  Debt 

3 

Exhibit  2  highlights  how  the  receivable  balance  patterns  convert  the 

outstanding  cash  information  to  accrual  accounting  receivable  in  the 

balance  sheet. 

The  forecasted  purchases  are  presented  in  Exhibit  3.   The  payment 

pattern  for  purchases  is  also  in  Exhibit  3  and  it  is  10%  in  cash,  50% 

in  30  days,  30%  in  60  days  and  10%  in  90  days.   The  payment  patterns 

refer  to  the  payment  of  cash  to  suppliers.   There  is  a  1%  discount  if 

purchases  are  paid  in  cash.   The  payment  patterns  to  the  suppliers  can 

also  be  converted  to  payables  balance  patterns. 

Payables 
Payment  Balance 

Patterns  Pattern 

Period  (in  percent)  (in  percent) 

Cash  10  90 

30  days  50  40 

60  days  30  10 

90  days  10 
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Exhibit  2  portrays  the  key  role  that  payable  balance  patterns  play  in 
converting  the  deferral  of  cash  outflows  to  accounts  payable  in  the 
balance  sheet. 

The  schedule  showing  the  externally  forecasted  sales  in  quantity 
(units)  and  estimated  price  per  unit  are  presented  in  Exhibit  4.   The 
collection  patterns  and  the  payment  patterns  are  critical  pieces  of 
information  used  to  forecast  cash  inflows  and  outflows  respectively, 
for  the  cash  budget  which  is  presented  in  Exhibit  5.   The  receivable 
and  payable  balance  patterns  are  vital  inputs  for  computing  the 
respective  balance  sheet  items. 

Production  and  purchases  are  synonymous  in  the  SRFMM. 
Conceptually,  production  costs  are  shown  as  a  separate  module  in 
Exhibit  2  and  they  are  direct  inputs  to  the  income  statement  in  Exhibit 
6.   The  production  forecast  is  dependent  on  the  sales  forecast,  the 
desired  ending  inventory,  and  beginning  inventory.   Fixed  overhead  and 
variable  overhead  costs  are  other  inputs  from  Exhibit  7  that  are  used 
to  determine  forecasted  production  costs.   The  equation  for  deter- 
mining production  is: 


Production  =  Sales  +  Desired  Ending  Inventory  - 

Beginning  Inventory  (1) 


where 


Desired  Ending  Inventory  =  X  (Sales    )  (la) 

and  X  =  .70  in  the  case. 


The  calculation  of  the  fixed  asset  schedule  is  presented  in 
Exhibit  8.   The  forecasting  inputs  for  fixed  assets,  namely,  additions 
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to  fixed  assets,  changes  in  existing  fixed  assets  and  changes  in  accu- 
mulated depreciation,  are  shown  in  Exhibit  7.   Conceptually,  Exhibit  2 
shows  that  the  net  fixed  asset  information  is  transferred  to  the  cash 
budget  and  then  directly  to  the  balance  sheet  in  Exhibit  9.   The 
depreciation  expenses  on  the  additions  to  the  fixed  assets  are  inputs 
to  the  income  statement  as  shown  in  Exhibit  2. 

The  forecasted  interest  rates  on  marketable  securities  and  the 
interest  rates  on  short-  and  long-term  debt  are  presented  in  Exhibit 
7.   Also  the  forecasted  monthly  inflation  rates  for  sales  and  produc- 
tion costs  as  well  as  forecasted  information  on  long-term  debt 
offerings  and  repayments,  sale  of  common  stock  and  dividends  payments 
are  shown  in  Exhibit  7. 

The  cash  budget  utilizes  the  above  information  to  provide  key 
information  to  the  balance  sheet  and  income  statement.   The  cash 
budget,  Exhibit  5,  uses  a  hierarchical  approach  to  determine  the  allo- 
cation of  any  excess  cash  or  the  financing  of  a  cash  flow  shortfall. 
When  cash  inflows  are  greater  than  cash  outflows  and  there  is  excess 
cash,  the  model  uses  the  following  hierarchy  of  rules  to  draw  down  the 
excess  cash  to  the  minimum  cash  balance:   (1)  retires  short  term  debt, 
(2)  if  cash  remains  it  is  invested  in  marketable  securities. 

When  cash  outflows  threaten  to  reduce  the  cash  account  to  a  level 
below  the  policy  minimum,  the  model  uses  the  following  hierarchy  of 
rules  in  order  to  replenish  the  cash  account  to  its  minimum  balance: 
(1)  sell  sufficient  marketable  securities  to  cover  the  shortfalls  or 
until  the  minimum  marketable  securities  level  is  reached,  (2)  if 
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a  shortfall  still  exists,  borrow  short  term  debt  to  finance  the 
remaining  balance.   As  reflected  in  Exhibit  2,  the  cash  budget  injects 
increases  or  decreases  to  the  balance  sheet  accounts  of  cash,  marke- 
table securities  or  short  term  debt. 

The  cash  budget  supplies  the  following  information  to  the  firm's 
income  statement:   sales,  purchases,  interest  income,  other  costs 
(fixed  and  variable  overhead),  interest  expense,  and  taxes.   These 
linkages  are  shown  in  Exhibit  2.   The  cost  of  sales  module  in  Exhibit 
2  is  a  direct  production  expense  input  to  the  income  statement.   A 
weighted  average  ending  inventory  value  is  determined  and  transferred 
to  the  cost  of  sales  module  and  then  transferred  to  the  balance  sheet. 

The  planned  offering  or  retirement  of  long  term  debt  or  the  sale  or 
repurchase  of  common  stock  is  a  direct  input  into  the  cash  budget  and 
then  transferred  to  the  balance  sheet.   Also  a  planned  outflow  to 
dividends  is  an  input  to  the  cash  budget  and  subsequently  is  reflected 
in  the  income  statement.   The  above  transactions  are  depicted  in  Exhibit  2, 

Outputs 

The  three  major  output  exhibits  are  the  cash  budget  (Exhibit  5) , 
the  income  statements  (Exhibit  6)  and  the  balance  sheets  (Exhibit  9). 
The  key  linkages  among  these  three  exhibits  were  developed  earlier  and 
conceptually  shown  in  Exhibit  2. 

The  monthly  cash  based  funds  flow  statements  in  Exhibit  10  are 
generated  from  information  in  the  monthly  income  statements  and 
balance  sheets.   There  are  eight  net  funds  flow  components:   opera- 
tions, working  capital,  financial,  fixed  coverage  expenditures, 
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dividends,  investment,  other  assets  and  liabilities  and  net  change  in 
cash.   The  monthly  relative  funds  flow  components  (funds  flow 
component/total  net  flow)  are  also  created  as  outputs  by  the  model. 
The  cash  based  funds  flow  model  provides  insightful  information  for 
analyzing  the  implications  of  changes  in  the  level  and  trend  of  rela- 
tive cash  inflow  and  outflow  components,  Gentry,  Newbold  and  Whitford 
[2]. 

The  ratio  analysis  information  is  found  in  Exhibit  11.   The  duPont 
analysis  shows  the  components  of  return  on  total  assets,  the  financial 
leverage  multiplier  and  return  on  net  worth.   The  profitability 
measures  are  the  return  on  gross  margin,  operations  and  net  income. 
The  objective  of  the  profitability  measures  is  to  identify  trends  in 
the  changes  of  costs  of  production,  operations  and  financing. 
Liquidity  is  measured  with  the  current,  quick  and  cash  ratio.   Addi- 
tionally the  cash  conversion  cycle,  Richards  and  Laughlin  [4],  is 
calculated  by  the  model.   Debt  management  performance  is  measured  with 
the  debt  ratio  and  the  coverage  ratio. 

When  the  level  and  trends  of  items  in  financial  statements  are 
analyzed,  the  common  sized  income  statements  and  balance  sheets  are  an 
invaluable  source  of  information.   The  common  size  statements  are 
calculated  by  the  SRFMM,  but  examples  are  not  included  as  exhibits. 
Finally,  the  information  used  in  creating  receivables  and  payables  is 
in  Exhibit  12. 

USING  THE  MODEL 
The  changing  role  of  the  workstation  and  the  rapid  development  of 
the  personal  computer  and  spreadsheet  programs  has  revolutionized  the 
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accomplishment  objectives  of  financial  management.   A  challenge  to 
management  is  to  determine  what  information  will  give  the  firm  a  com- 
petitive advantage.   The  SRFMM  depends  on  information  from  various  data 
schedules  and  is  designed  as  a  planning  tool  for  management  to  interpret 
the  financial  results  that  were  created  by  various  planning  strategies. 
When  using  computer  models  to  aid  the  learning  process,  a  major 
challenge  is  to  maintain  the  unresolved  mystery  that  underlies  the  case 
or  problem.   An  objective  is  to  present  a  case  with  an  optimal  amount 
of  information,  and  avoid  revealing  critical  information  that  makes  a 
case  trivial.   Creating  an  exciting  learning  environment  is  a  key  to 
successful  learning  through  a  computer  model. 

Before  introducing  the  SRFMM  it  is  very  important  to  have  students 
calculate  by  hand  cash  budgets,  pro  forma  income  statements  and 
balance  sheets.   This  is  a  time  consuming  and  often  frustrating 
experience,  but  it  is  very  critical  in  helping  students  to  discover  the 
linkages  among  the  statements.   Furthermore,  discovering  the  over- 
whelming task  of  completing  all  of  the  financial  statements  in  the 
forecast  without  a  computer  model  is  an  important  event. 

An  overview  of  the  various  uses  of  the  SRFMM  will  provide  insights 
on  how  to  use  the  model  in  the  classroom.   One  of  the  major  benefits 
of  the  SRFMM  is  to  provide  students  an  opportunity  to  be  involved  in 
an  active  financial  forecast  and  learn  about  the  strengths  and 
weaknesses  of  the  forcasting  process.   A  hands  on  simulation  approach 
allows  students  to  discover  why  certain  inputs  can  greatly  increase 
profitability,  liquidity  or  growth,  while  other  inputs  have  little  or 
no  effect  on  outcomes.   Learning  the  benefits  of  a  "what  if"  type 
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simulation  is  invaluable.   It  allows  students  to  observe  the  power  of 
the  model  to  rapidly  generate  several  forecasts  with  vastly  different 
assumptions.   Additionally,  it  is  extremely  important  for  students  to 
observe  and  test  the  relationships  that  exist  between  the  cash  budget, 
the  balance  sheet  and  the  income  statement.   The  SRFMM  provides 
students  an  opportunity  to  be  totally  involved  in  a  natural  learning 
experience  related  to  financial  forecasting. 

In  the  past  the  model  has  been  introduced  with  a  case.   The  case 
provides  basic  information  for  a  financial  forecast  which  is  placed  in 
a  data  file  that  students  can  easily  access.   After  completing  the 
first  analysis,  students  can  interpret  the  results  and  prepare  inputs 
for  a  second  analysis,  which  are  included  in  the  case.   The  results  of 
the  second  analysis  can  be  compared  to  the  results  of  the  first,  which 
provides  a  discovery  type  learning  experience.   The  primary  learning 
objective  of  the  case  is  to  present  basic  financial  forecasting  con- 
cepts, which,  in  turn,  can  be  explored-  and  tested  with  the  model.   In 
summary,  the  SRFMM  provides  the  framework  for  students  to  have  an 
integrated  and  dynamic  learning  experience  concerning  financial 
forecasting  through  a  Lotus  1-2-3  program. 

After  learning  how  to  use  the  SRFMM,  students  have  a  second  case 
in  which  they  are  responsible  for  inputting  information  directly  into 
the  model.   Usually  the  second  assignment  is  a  credit  analysis  case 
that  focuses  on  the  need  for  bank  credit.   In  a  different  setting,  the 
SRFMM  is  used  to  provide  a  rich  learning  experience  for  students 
interested  in  small  business  research  projects.   It  is  our  judgment 
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that  the  types  of  problems  or  issues  which  the  model  provides  a  useful 
framework  is  limited  only  by  the  creativity  of  the  user. 

There  are  several  scenarios  one  can  utilize  when  using  SRFMM  to 
create  a  stimulating  learning  environment.   One  technique  is  to  pre- 
sent the  model  with  appropriate  labels  for  all  of  the  exhibits,  but 
without  entering  any  information  from  the  case  into  the  model.   The 
student  has  to  determine  the  vital  information  and  insert  it  into  the 
model.   When  the  information  is  entered  in  the  appropriate  cells,  the 
SRFMM  will  generate  a  financial  forecast.   The  student  uses  the  fore- 
casted information  to  analyze  the  case.   The  brighter  students  will 
recognize  that  certain  elements  of  the  data  are  questionable  and  will 
experiment  with  other  inputs  to  determine  the  sensitivity  of  the  fore- 
cast to  changes  in  specific  relationships,  e.g.,  a  change  in  the  sales 
forecast,  production  costs  or  the  tax  rate. 

A  second  approach  is  to  load  the  information  from  the  case  into  the 
model  and  provide  several  scenarios  of  possible  strategies  being  con- 
sidered by  management.   Strategies  that  create  a  paradoxical  result  are 
especially  useful  in  flushing  out  anomalies  or  dilemmas  that  confront 
management.   The  student  becomes  involved  in  changing  key  inputs  and 
simulating  various  strategies.   Interpreting  the  outcomes  involves  stu- 
dents in  a  rich  learning  experience. 

An  extremely  useful  approach  for  advanced  students  is  to  write  a 
case  that  utilizes  the  SRFMM.   Case  writing  is  a  unique  learning 
experience  that  creates  higher  levels  of  motivation  and  insight.   Leen- 
ders  and  Erskine  [3]  show  the  degree  of  difficulty  or  the  educational 
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challenge  in  the  case,  can  be  viewed  in  at  least  three  major  dimensions — 
analytical,  conceptual  and  presentation.   When  using  a  micro-computer 
model,  the  case  writer  develops  a  creative  skill  for  presenting  the  input 
information  for  the  SRFMM.   Creating  the  output  exhibits  is  also  a 
challenge  to  the  case  writer  because  the  solution  to  the  mystery  of  the 
case  must  be  subtle.   A  final  benefit  of  case  research  is  to  "shake  up" 
researchers'  and  research  consumers  perceptions  of  reading,  and  to 
broaden  their  ways  of  construing  knowledge,  Bonama  [1].   Case  research 
with  the  SRFMM  can  help  researchers  to  rethink  knowledge  in  novel  and 
insightful  ways.   The  model  can  provide  information  that  will  give 
management  a  competitive  advantage. 

The  SRFMM  can  be  altered  to  provide  additional  information.   The 
challenge  to  all  users  is  to  identify  new  and  novel  uses  of  the  model. 
The  creating  of  new  diagnostic  statements  or  the  addition  of  new 
linkages  in  the  short-run  financial  forecasting  process  is  the  final 
challenge  to  all  users  of  the  SRFMM.   The  authors  invite  you  to  use  the 
SRFMM  in  an  upper  level  short-run  financial  management  offering  or  a 
course  on  the  analyses  of  financial  statements.   To  receive  a  copy  of 
the  program  send  a  five  dollar  check  to  the  first  author. 
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FOOTNOTE 


1.   The  GK&W  Chemicals  case  is  in  a  University  of  Illinois  publication 
by  James  A.  Gentry,  Joseph  A.  Kiedaisch  and  David  T.  Whitford 
entitled  A  Short  Run  Financial  Forecasting  Model. 
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EXHIBIT  3 
COLLECTION  AND  PAYMENT  PATTERN  INPUTS 
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EXHIBIT   4 


SALES,    PRODUCTION,    AND   INVENTORY   FORECASTS 
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EXHIBIT   5 
CASH  BUDGET 
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EXHIBIT  6 


INCOME  STATEMENTS 
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EXHIBIT  7 
PRODUCTION,  FIXED  ASSET,  LIQUIDITY  AND  FINANCING  INPUTS 

HISTQRICA!    rNFQP*AUQN              -3  -2  -!              0 

DOLLAR  MOUNT  OF  SALES      ZSOO.C  2200. 0  2400.0    2000.0 

OOLLAf  ftHOUfiT  2:  :F20.       1600.0  1800.0  1950.0    2800.0 

SALES  .-:CE  IN  :=;  30.0 

: j .»j T r  rnCT  nc  pann   r^  t=o  M  n 

Mil     w  U  W  I   VI   I  t» w «■   •  ■*   W  »-  J  i 

I  UNITS  IN  INV  AT  :=0  1-0 

WEIGHTED  AVERAGE  2327  OF  INV  20.0 

PRODUCTION  VARIABLES  1  2     3     4     5     6     7     3     9     10     1!     12 

NG  INV  AS  I   GF  t*l  SALES  70-  702    70X    702    70!.    70-    702    702    70!;    TOV.    70S    702 

vAR  OVERHEAD  PER  UNIT  0.7  0.7    0.7    0.7    0.7    0.7    0.7    0.7    0.7    0.7    0.7    0.7 

f:ied  Overhead  per  period  so.o  so.o      bo.o      so.o     bo.o      so.o     so.o      so.o     ao.o      so.o      sou     so.o 

DEPRECIATION  RATE  PER  PERIOD  VL  12     IX     12     1Z     LI     IX    12     12     VL           VL           12 

'-■   -~~-  4>jX  46^    462    467.    46X    462    46X    362    462    462    462    *6Z 

SALES  FORECAST  FQ*  t=13     .  110 

FI  ;22  AE£2:3  A23L;iFT:2.<S 

AUDITIONS  '2  rI;ED  ASSETS  200.)  0.0    0.0   100.0    0.0    0.0   100.0    0.0    0.0   300. fl    0.0    0.0 

::222EG5  FRAN  SALE  2r  r/A  0.0  0.0    0.0    0.0    0.0    0.0    0.0    0.0    0.0   50.0    0.0    0.0 

2237  2F  ;E'!:Z2  rSSETS  0.0  0.0    0.0    0.0    0.0    0.0   50.0    0.0    ).0   2)0.0    0.0    0.0 

ACC.  DEFR  2F  RETIRED  ^SSETS  0.0  0.0    0.0    0.0    0.0    0.0   50.)    0.0    0.0   100.0    0.0    0.0 

'.'  -ZJ   A22E":  '  _I:cIl!"]ES 

:--';SE  IN  G~-EP  A22E73  0.0  O.C    0.0    0.0    0.0    0.0    0.0    5.0    0.0    }.0    0.0    0.0 

CriANEE  IN  OTHER  LIABILITIES  0.0  0.0    0.0    0.0    0.0    0.0    0.0    0.0    ;;.0    0.0    0.0    0.0 

LISUIDIT-  mS32;"!F7!2!:S 

KIMlnUH  CASH  REQUIREMENT  500.0  500.0   500.0   500.0   500.0   500.0   500.0   500.0   500. J   500.0   500. C   500.0 

HINIMUH  H/S  REQUIREMENT  100. 0  100. 0   LOO.O   100.0   100. 0   iOO.O   100.0   100.0   100.0   100.0   100. 0   100. 0 

INTEREST  :^TE  VARIABLES 

iN7EFE3T  RATE  G'i  N/S  8.02  8.02   8.02   8.02   3.0*   3.02   8.02   8.02   3.02   3.  •'.   3.02   8.02 

interest  rate  on  st  borrowings  10.02  10.02  10.02  10.02  10.02  ie.02  10.02  10.02  10.02  10.02  10.02  io!o2 

INTEREST  RATE  ON  LT  DEBT  12.02  12.02   12.02   12.02   12.02   12.02   12.02   12.02   12.02   12.02   12.02   12.02 
INFLATION  A5SUNPTIQNS 

^CsThL:  INFLATION  GF  SALES  PRICE  ).02  i.02   0.02   0.02   0.0*   J.02   ).02   0.02   5.02   ).02   ,.;'.   0.02 

"ONTHLH  INFLATION  2F  -FID  "3S7  '  0'  ■.'>■■                      <    :                       <              i  a* 

'  _  » >i  -  z  z    '  l.      "•■;.";;-'   ;  ;  -    »■*•  f  »r 

iSS.E  3r     SJi  LT  :Z2"  .  ..              .             ...            .  .            .                                         ..,,           ;..             ,             _• 

SALE  2-    lEil  ::jr2'-  :T32:  0.0  ..          }.'           -.v            .                           .            j.)           .C  •       ).( 


EXHIBIT  8 


FIXED  ASSET  SCHEDULE 


CFST»isj?Mfi  ;r?cn  agcc 


:C3T  of  retired  assets 


i  1  T  J  &  -I  r.  .-:  If.  II  I  ' 

i         £         j         -t         J         C         /         Q         7        i  'J        .  i        i , 

17S.GQ.0  17300. 0  17300.0  17300.0  17900.0  17900.0  17900.0  17950. Q  17950.0  17950.)  15050.0  13050.' 


200. 0 

0.0 

0.0 

100. 0 

0 . 0 

0  •  0 

0.0 

0.0 

0.0 

V    .    'J 

166.0 


a       sfi.n 


0.0 

("l  t'l 


300, 

?ori 


0.0         0 . 0 
0.0         0.0 


run"'"    '"T'.-rr.    dOCrTC     'VT    CflSI 


17QQ0  A  17800  0  1780'"!  0  17900  G  17900  0  '7900  0  17950  0  i'^;"  0  17950  0  18050  0  18050  0  '5A50  fi 


ara  arr  nsrpBFrTATTQij        38?Q  o  •  0048  0  102*^6  <">  10404  0  '0583  0  107A2  0  10941  Q  11070  5  1*2^0  9  i'4'9  5  1*510  0  11A90  5 

npp&criAT-r.fj  pyppfjjc  »7g  0  ng   n   -.75  a   179  0  <,jq   0   179  a   i7Q  5   i~q  5   179  5   inn  \   {go  5   180  5 


ACC.  DEF F  OF  RETIRED  ASSETS 


0.0    0.0    0.0    0.0    0.0    0.0   50.0    0.0    0.0   100.0    0.0    0.0 


£'!*:%  err    srppcnr&TTnH      iO048  0  10^6  0  1040*  *   "'!553  0  1074?  0  10941  0  11070  5  ll?5Q  0  li4",9  r'  'iSl'i  G  ilASO  5  1  i871  0 


y.1 
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:1  :!       il  ;; 


0  ;•; 


0.0    50.0 


CCST  QF  RETIRED  ASSETS 
ACC.  DEPR  CF  RETIRED  ASSE1 


n  ii  n 


0.0 


■■.). !!  O 


50.0 


0.0 


:l  t! 


r.   :i  n   ;i  -.ii   ;i  it  i: 


0.0        200.0  0.0  0.0 

0.0      100.0         0.0         0,0 


0.0 


ii  n  n  i>  0  i! 


0.0 


ii  f:       106 


r/«  iwn 


0.0 


0.0         0.0         0.0         0.0         0.0         0.0         0.0 


0.0         0.0 


EXHIBIT    9 
BALANCE   SHEETS 


ICE  SHEETS 
PERIOD 


3 


CURRENT  ASSETS 

CflSH  7!'^  500.0  500.0  500.0  500.0  500.0  5C0.0  500.0  500.0  500.0  500-0  500.0   500  0 

MARKETABLE  SECURITIES  1333.0  100.0  100. 0  100.0  100.0  100.0  144.3  100.0  100.0  4??. 9  lOC.O  100.0  10o!o 

ACCOUNTS  RECEIVABLE  4465.0  5236.0  5997.0  ofcoO.O  6510.0  6324.0  6189.0  6180.0  5895.0  5700.0  5565.0  5841.0  6)36.0 

ALLGtt.  FOR;  DISCCUNT  -12.0  -18.0  -19.3  -19.3  -18.0  -13.0  -13.0  -13.0  -16.2  -16.2  -16.2  -18 0  -180 

ALLOW.  FOR  BAD  3EBT  -273.0  -283.0  -721.0  -343. 0  -378.0  -373.0  -369.0  -360.0  -35l!fl  -342^0  -333.0  -333!c  -342.0 

NET  ACCOUNTS  RECEIVABLE  4iS0.0  4930.0  5c56.2  6262.2  6114.0  5923.0  5302.0  5802.0  5527.3  5341.3  5215.3  5-90.0  5=76.0 

MVEMTOM  2300.0  1543.2  1559.5  1431.9  1446.6  1461.2  1475.9  1341.2  1354.3  1368.5  1^36.3  1551  *  17239 

JTHEH  CURRENT  ASSETS  0.0  0.0  0.0  0.0  0.0  0.0  0.0  0.0  0.0  0.0  0.0  0.0  ).0 

TOTAL  CURRENT  ASSETS  9529.0  70^3.2  7815.7  3294.1  8160.6  7-39.2  7922.7  7743.2  ^432. o  7688.2  7352.1  7641.*  7999-^9 

::-22 

COST                                17600.3  '"300.0  17300.0  17800.0  17900.0  17900.0  17900.0  17950.0  -7*50.0  17950.0  13050. 0  13050.0  18050.0 

ACC.  DEPRECIATION  ?870.0  10O48.0  10226.0  10404.0  10583.0  10762.0  10941.0  11070.5  U250.0  11429.5  11510.0  11690.5  U37i!o 

NET  FIXED  ASSETS  7730.0  7752.0  7574.0  7396.0  7317.0  7133.0  6959.0  6379.5  6700.)  6520.5  6540.0  -359.5  6179.0 

GT—  assets  ).o  o.o  o.o  o.o  o.o  o.o  o.o  o.o  o.o  o.o  o.o  m  c  o 


'37AL  ASSET: 


1j690.i  15477. c  15127.2  14381.7  14622.7  14132. o  14208.7  13392.1  14000.9  14173.9 


CURRENT  LIABILITIES 

-NTS  :A'A3LE      34S0.0  1987.7  2598.3  2332.6  2946.5  2936.5  2959.7  2354.2  2764.2  2750.3  2911. 0  3:c2.3 


.-,-.-.  , 


M    I    .-' 


hlLGH.  FGR  PUR  DISCOUNT       O.O         0.0         0.0         CO         0.0         0.0         0.0         0.0         v. J         0  0         q* 


NfcJ  nLWuHTS  PAYABLE        34S0.0  [937.7  2398.3  2832.;  294o.5  2936.5  2959.'  23:4.2  2764.2  2750.3  2911.0  5062.'  "77  1 

;":  BGRRCHINfi                   1450.0  1227.3  371.5  5S9.1  1066.3  492.9         0.0  631.2  Li6.fi  0.0  ,03.4  195.3  *  4^ 

JTHEr  CURRENT  LIAB.               0.0  0.0  0.0  O.t  0.0  0.0         O.O  O.O  O.O  0.0  0.0  0.0  o!o 

TOTAL  CURRENT  LI6B.          4930.0  3214.9  7470.2  3471.7  4-12.3  3429.4  293^.7  34S5.4  2381.0  2^50.3  3314^4  3257~6  ^"i 

33.0.0  3300.0  3500.0  3500.0  750;.)  1300.. I  3500.0  3500.0  3500.0  3300.0  75=1 0.C  35C3.0  3300.0 

0.0  0,0  0.0  0.0  0.0  0.0         0.0  0.0  0.0  0.0  0.0  ).0  0.0 


E3UI" 


2600.C  2600.0  2600.0  2600.0  2600.0  26CO.C  2600.0  26(0.0  2600. C  2:00.0  2.00.0  2600. 0  2600.0 
iTAINED  EARNINGS     6228.;  55::. 7  581?. 5  -118.3  33-4. 7  5597.7  5522 


Jjj7.9  n-  .;  4o-7 . 7  4797.8 


:tal  ecuit* 


EXHIBIT  10 
FUNDS  FLOW  ANALYSIS  (PAGE  1) 


-mine    C!  (W    A-iJi  WfiTi 


11 


Ji     toiiri  i    *;«U       i»Ti    w  _«  '■  U 
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T  t;rrr  rOT    r.riiri;;.'." 
'■vilr«»^i     *  >~  <•  e  »j  1 1  r 
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0FERATIN3  GUTFLG^JS 
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Uinta  i-iaci;  tArfciiae, 
VARIABLE  OVERHEAD  EXP 
LGSS  ON  SALE  OF  F>X£D  A3SE7 

IrtA 

Tf»TAi    n.-.r--, att -ir-  nuTCi  rue 


1339.0    3177.9    3177.9    2339.0    2339.0    2339.0    2339.0    2600.1    2600.! 
12.3         0.7         0.7         0.7         0.7         0.7         1.0         0.7         07 


i :   7     7  <  ■ 


h      7\-7H.k 


i/u.C        J.;C.C       AwCi 
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EXHIBIT  10 
FUNDS  FLOW  ANALYSIS  (PAGE  2) 


DIVIDEND 


1000. 0 


0.0 


0.0  1000.0 


1000.0 


0.0 


O.i 


1  J   V  V  •   * 


NET  INVESTMENT 

ADDITIONS  TO  FIXED  AS! 
BOOK  VALUE  OF  DISPG: 


BEG.  CASH  k  H/S 
ENDING  CASH  \  tl/S 

TOTAL  FLQd 


TS     200.0 
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0.0 
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0 .  Q 

C .  0 
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0.  0 
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600.0 

600.0 

977.9 

600.0 

600.0 

Z.i""^  A 

3712.1 

1143.6 

930.6 

1154.6 
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run  t»ii"  TpT/.i   ,« n,-n-T.-> 


14S25.2  15339.7  15690.1  15477.6  15127.2  14331.7  14622.7  14132.6  142C3.7  13392.1  14000.9  14173.9 
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-n  A512 

0,i 234 
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-.  TTTE 
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-0 
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-Q ■ 3 172 

INVENTOR/ 
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-0 
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-0.  uo/ 
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EXHIBIT   10 
FUNDS   FLOW  ANALYSIS    (PAGE   3) 


FIXED  COVERAGE  EXPENSE 
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EXHIBIT    11 


FINANCIAL  RATIOS 


RATIO  ANALYSIS 

DUPQNT  ANALYSIS 

PROFIT  KARSIN 
ASSET  TURNOVER 

RETURN  ON  ASSETS 

FIN.  LEVERAGE  MULTIPLIER 

RETURN  ON  EQUITY 

PROFITABILITY 


7.7/1  t./o,'.  i.¥-it.  o.jo/.  o.O/a  /./Oft       /.Wi  o.oi/.  Cv'iA  7.01*       j./ja  j.jj/. 

_.o7  i.nc  i.4j  i.it  l..±i  i.JJ         i.o/  £.iu  i.iu  i.ij         i.ta  i.'ij 

22.35%  24.UZ  22.352  19.10*  13. 482  13. OS*  17.662  13.912  13.192  10.342  14.202  13.082 

1.33  1.83  1.80  1.94  1.35  1.77        1.91  1.32  1.79  1.94        i.93  1.92 

41.772  44.032  41.132  37.132  34.112  31.952  33.322  25.292  23.562  20.302  27.452  25.062 


PfTiipw  QN  srqcs  *A53TN  J1   082     '9  991     29  ">a'f     ?»  5A2     "n  34*'     "n  i:'v     Ik  41"     25  66'-     "4  5<"     24  24'     23  39?     22  fell 

RETURN  QN  OPERATIONS  <*  7?"'     t9  4^"'     13  742     <7  182     '6  *5V     ic-  732     'c'  0*2     13  "'6''     12  512     **   302     M  "52     M   '72 


q  7?v      g  73?      «  407.      g  53?      a  tni       7  7A?       7  45V       a  7?r      Q  jj:v      4  a: 


■/  Z      "TV  C 
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Lmuiui  1 1 

CURRENT  RATIO 
QUICK  RATIO 
CASH  RATIO 

DEBT  MANA8EKENT 

DEBT  RATIO 


2.20  2.25  2.39  2.03  2.33  2.63  2.22  2.=0  2.79  2.22  2.35  2.44 
1.72  1.30  1.98  1.67  1.90  2.18  1.34  2.13  2.30  1.75  1.37  1.91 
0.19   0.17   0.17   0.15   0.17   0.22   0.17   0.21   0.3a   0. 13   0.18   0.13 


45.292  45.292  44.432  43.542  45.312  43.412  47.772  44.??2  43.992  49.052  43.272  47.332 
12.10   13.66   14.09   12.43   10.83   11.62   12.39   3.5a   9.04   3.7i   9.00   3.31 


CASH  CONVERSION  CYCLE 

ACCOUNTS  RECEIVABLE 
INVENTORY 


ACCOUNTS  PAYABLE 


5  OF  DAYS  IN  CY 


51.2   53.4   59.1   63.5   61.6   60.2 
23.1   21.0   19.1   21.0   21.0   21.0 
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NOTE:  ALL  RATIO  CALCULATIONS  ARE  BASED  ON  NET  SALES.  NET  SALES  =  GROSS  SALES  -  EXPECTED  SALES  DISCOUNT  -  EJECTED  BAD  DEBT 


EXHIBIT   12 


RECEIVABLES   AND   PAYABLES 


CALCULATION  OF  ENDIN6  A/R 
BEGINNING  ACCOUNTS  RECEIVABLE 

Uitwww      wDUww 

cArcuicL1  3mL£3  ulaLUuNia 
EXPECTED  BAD  DEBT 

SUBTOTAL 


1 
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11 
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digo  0  **™   0  ^654  7  a7A7  2  64 14  j':  5028  ft  5B02  ft  5802  0  5C?7  Q  ^'4i  8  ^"'i11-  6  5490  9 
TAAA  A  *530-"*  0  ^Tfin  A  ^Aflfi  0  "SAAA  0  ^AAA  0  ^QOO  0  57SA  0  "'7AA  A  J7AA  A  30AA  A  "5063  A 
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•iC.  7 


iC.  7       iC.  7       Li   .  v       ii  .  V 


-90.0   -99.0   -99.0   -90.0   -90.0   -90.0   -90.0   -31.0   -31.0   -81.0   -90.0   -90.0 
7069.0  3107.9  3334.1  9151.2  9003.0  3317.0  3691.0  3402.1  8127.9  7941.9  3104.3  3379.0 


GROSS  COLLECTION  .. 
ACTUAL  SALES  DISCOUNT 
ACTUAL  BAD  DEBT 


2229.0  2539.0  2667.0  3120.0  3136.0  3135.0  3009.0  2935.0  2395.0  2335.0  2724.0  2305.0 
-15.0  -21.3  -23.1  -22.3  -21.0  -21.0  -21.0  -20.7  -13.9  -13.9  -19.2  -21.0 
-75.0   -66.0   -72.0   -60.0   -90.0   -99.0   -99.0   -90.0   -90.0 


NET  COLLECTIONS 


4930.0  5656.2  6262.2  6114.0  5923.0  5302.0  5802.0  5527.3  5341.3  5215.8  5490.0  5676.0 
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SRGS3  PURCHASES 

EXPECTED  PURCHASE  DISCOUNT 


Otav.U     we/./     iJ73.o     iddi.o     ^7-3. j     i7ja.j     ^7J7./      idji.i     ...'c-r.i.     i/jv.o     i7ii.v     w'Js^.O 
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